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E.O. 11652: N/A 
TAGS: EFIN, PA 

SUBJECT: BALANCE OF PAYMENTS: PARAGUAY 
REF: STATE 199613 
BEGIN UNCLASSIFIED 

1. FOLLOWING DATA ON PARAGUAY'S BOP BASED ON CENTRAL 
BANK FIGURES FOR 1972-74 AND EMBASSY ESTIMATES FOR 
1975. BANK’S DATA IS COMPILED ONLY ON ANNUAL BASIS. 

HALF YEAR ESTIMATES ARE NOT FEASIBLE DUE TO SMALL 
AMOUNTS AND RELATIVELY LARGE MOVEMENTS, BOTH SEASONAL 
AND ERRATIC. EMBASSY ESTIMATES DERIVED FROM PARTIAL 
DATA PUBLISHED BY CENTRAL BANK AND OTHER GOP SOURCES. 

2. PARAGUAY: BLANACE OF PAYMENTS 

(US$ MILLIONS) 

1972 1973 1974 1975 ’ 

A. GOODS & SERVICES -11.8 -15.7 -57.3 -85.0 
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1. A. EXPORTS F.O.B. 85.5 127.0 172.9 170.0 

B. IMPORTS F.O.B. 78.7 122.3 198.2 220.0 

TRADE BALANCE F.O.B. 6.8 4.7 -25.3 -50.0 

2. FREIGHT & INSURANCE -6.9 -11.1 -22.3 -25.0 

3. OTHER TRANSPORTATION -2.2 -2.5 -2.7 -3.0 

4. TRAVEL 3.2 2.7 1.9 2.0 

5. INVESTMENT INCOME -11.2 -10.0 12.6 -13.0 

6. OTHER GOVERNMENT -0.4 0.7 1.3 1.5 

7. OTHER PRIVATE -1.1 -0.2 2.4 2.5 

B. UNREQUITED TRANSFERS 6.5 5.7 3.9 4.0 

1. PRIVATE 2.4 2.0 0.4 0.5 

2. GOVERMNENT 4.1 3.7 3.5 3.5 

C. CAPITAL FLOWS 8.4 16.9 55.1 83.0 

1. NONMONETARY SECTORS: 16.6 36.0 92.7 102.5 

A. PRIVATE CAPITAL 

LONGTERM- 17.6 24.7 41.3 45.0 

B. PRIVATE CAPITAL 

SHORTTERM- -3.7 9.5 40 

9 44.5 

C. GOVERNMENT-LONG TERM 2.8 4.9 10.6 12.0 

D. GO VERMENT SHORT TERM -0.1 -3.1 -0.1 1.0 

2. SDR ALLOCATION 2.2 - 

3. MONETARY SECTORS: -10.4 -19.1 -37.6 -19.5 
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A. HOLDINGS IN GUARANIES BY 

INTL. AGENCIES 1.5 2.1 1.0 1.0 

B. MONETARY GOLD .... 

C. ASSETS OF CENTRAL BANK -8.2 -24.2 -29.9 -20.0 
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D. LIABILITIES OF CENTRAL 

BANK - 3.2 0.1 1.0 

E. SDRS -2.2 -0.8 - 

F. GOLD TRANCH (IMF) - -0.6 

G. HOLDINGS OF COMMERCIAIAL BANKS 
AND NATIONAL DEVELOPMENT BANKS 

-1.5 1.2 -8.8 -1.5 

D. ERRORS & OMISSIONS -3.1 -6.9 -1.7 -2.0 

SOURCE: CENTRAL BANK ' 1975, EMBASSY ESTIMATE 
END UNCLASSIFIED BEGIN LIMITED OFFICIAL USE 

3. NARRATIVE ANALYSIS: THE GROWING TRADE DEFICIT IS 

THE MOST SERIOUS PROBLEM FACING PARAGUAY IN THE BALANCE 
OF PAYMENTS AREA. FROM 1972 TO 1974, EXPORTS DOUBLED 
IN VALUE, LARGELY DUE TO WORLD INFLATION. A PLATEAU OF 
$170 MILLION HAS BEEN REACHED WHICH WILL NOT BE 
EXCEEDED DRAMATICALLY UNLESS AND UNTIL WORLD PICES 
AND MARKET ACCESS FOR MEAT PRODUCTS RETURN TO PREVIOUS 
LEVELS. IMPORTS HOWEVER, HAVE GROWN RAPIDLY AND WILL 
CONTINUE TO INCEASE THOUGH AT A DECREASING RATE, 

OVER THE NEXT FEW YEARS. THE HIGH COST OF PETROLEUM 
PRODUCTS AND WORLD INFLATION ARE THE MAIN REASONS FOR 
THIS TREND. MEASURED ON A CIF BASIS, PARAUAY S 
TRADE BALANCE SHOWED AN INSIGNIFICANT DEFICIT OF $0.1 
MILLION IN 1972. THIS ROSE TO $6.4 MILLION IN 1973, 

AND $47.6 MILLION IN 1974. WE ESTIMATE THE DEFICIT 
WILL REACH $75 MILLION IN 1975 AND PROBABLY EXCEED 
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$100 MILLION IN 1976. DESPITE THE $47.6 MILLION TRADE 
DEFICIT IN 1974, THAT YEAR’S BOP SURPLUS WAS $37.6 
MILLION, WHICH IS EXPLAINABLE BY NUMEROUS FOREIGN CREDITS 
FROM BOTH BILATERAL AGREEMENTS AND THE INTERNATIONAL 
LENDING AGENCIES. LONG TERM INFLOWS OF PRIVATE CAPITAL 
ARE ESTIMATED AT ABOUT $10 MILLION IN 1974. THE TOTAL NET 
INFLOW WAS ABOUT $42 MILLION OF LONG TERM LOANS AND 
$41 MILLION OF SHORT TERM. FOREIGN LOANS WILL BE THE 
PRIMARY MEANS OF OFFSETTING THE TRADE DEFICIT FOR 
THE NEXT FEW YEARS. ESTIMATED 1975 BOP SURPLUS IS 
$19.5 MILLION, WHICH COULD DECREASE TO APPROXIMATELY 
$5 MILLION IN 1976 AND GO INTO DEFICIT THEREAFTER. 

4. GROSS FOREIGN RESERVES OF THE CENTRAL BANK INCREASED 
DRAMATICALLY, FROM $31.5 MILLION AT THE ENDN OF 1972 TO 
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$106.8 MILLION AT THE END OF JULY 1975, RESULTING FROM 
THE BOP SURPLUSSES DURING THIS PERIOD. A REVERSAL IN 
THIS TREND IS EXPECTED IN THE FOURTH QUARTER OF 1975, 
AND SUBSTANIAL LOSSES OF RESERVES ARE LIKELY IN 1976. 
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5. COMMENT: PARAGUAY'S TRADE BALANCE HAS BEEN AFFECTED 
ADVERSELY BY WORLDWIDE INFLATION AND RECESSION, PLUS 
THE HIGHER COST OF IMPORTS STEMMING FROM THE PETROLEUM 
CRISIS. THIS PROBLEM HAS BEEN ABATED BY HEAVY SHORT AND 
LONG TERM EXTERNAL DEBT. SO FAR THERE IS NO APPARENT 
CONCERN OVER THE DANGER THAT THIS POLICY WOULD LEAD TO 
UNMANAGEABLE DEBT SERVICE REQUIREMENTS IN THE NEAR FUTURE. 
THE GOP SEEMS TO FEEL THAT, AS USUAL IN PARAGUAY, EVERY- 
THING WILL SORT ITSELF OUT IN THE END. A MAJOR REASON 
FOR THIS LACK OF CONCERN IS THE EXPECTATION THAT THE 
ITAIPU AND OTHER HYDROELECTRIC POWER PROJECTS WILL PROVIDE 
MORE THAN SUFFICIENT AMOUNTS OF FOREIGN EXCHANGE EARNINGS 
ONCE THEY COME ON STREAM AROUND 1990. THAT THESE PROJECTS 
MAY SUFFER DELAYS, OR THAT A SEVER CRISIS MAY ARISE BEFORE 
THEN SEEMS NOT TO BE CONSIDERED SERIOUSLY. CLOSED 
EUROPEAN MARKETS AND DEPRESSED WORLD PRICES FOR FRESH 
AND FROZEN MEAT PRECLUDE MAJOR IMPROVEMENTS IN THE 
TRADE BALANCE FOR THE NEXT YEAR OR TWO. A HOST 
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OF EXPORT RESTRICTIONS AND TAXES, COMBINED WITH 
BURDENSOME AND EXPENSIVE RED TAPE ALSO LIMIT THE 
POSSIBILITIES FOR INCREASED EXPORTS OF GOODS. THE 
TROUBLED ECONOMY IN ARGENTINA AND THAT COUNTRY'S 
LIMITED OFFICIAL USE 
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RESTRICTING OF LUMBER IMPORTS FROM PARAGUAY HAVE ALSO HURT. 

6. THERE IS LITTLE IN THE ECONOMY OF PARAGUAY WHICH AFFECTS 
U.S. POLICY INTERESTS. AMERICAN FIRMS HAVE A GOOD CHANCE 
OF PROVIDINGMUCH OF THE EQUIPMENT FOR THE HYDROELECTRIC 
PROJECTS, BUT THIS WILL NOT OCCUR IN 1975. PARAGUAY.S 
EXPORTS TO THE UNITED STATES WERE APPROXIMATELY $16 
MILLION IN 1974 AND WILL FALL IN 1975 TO APPROXIMATELY 
$14. MILLION. THIS IS MAINLY DUE TO INCREASED COSTS IN 
THE DOMESTIC CATTLE AND MEATPACKING INDUSTRY WHICH HAVE 
MADE PARAGUAYAN CANNED MEAT, THE PRINCIPAL EXPORT TO THE 
UNITED STATES, LESS COMPETITIVE IN THE WORLD MARKET. 

THE OTHER MAJOR ITEM OF CONCERN IS THE SMALL SUGAR 
TRADE NOW UNPROTECTED BY QUOTAS.PARAGUAY FEARS THAT 
IMPROVED RELATIONS BETWEEN THE U.S. AND CUBA COULD 
DIMINISH U.S. MARKET ACCESS FOR PARAGUAYAN SUGAR, 

ESPECIALLY SHOULD CUBA BE ASSIGNED A LARGE SHARE OF 

ANY FUTURE QUOTA SYSTEM 

LANDAU 
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